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Newspaper Accounting
By Henry Bossert

The United States is far ahead of its nearest rival, Great
Britain, in the number of newspapers published. In the year 1914,
there were 22,975 papers published in this country, as compared
with 9,500 published in Great Britain. In 1880, there were three
pounds of paper per annum per capita used in the United States;
to-day there are thirty-five pounds.
In the United States there are comparatively few successful
morning newspapers. Retail advertising is swinging to the
evening paper, which is the home newspaper for family reading.
In 1916, sixteen large retail firms in New York advertised in
total as follows:
Evening papers ..................... 13,000,000 lines
Sunday papers ................................. 5,000,000 lines
Morning papers (week-day) ........ 1,500,000 lines
Sunday papers, in many cases, have to carry the expense burden
of weekly morning editions.
With the publication of the enormous number of newspapers
in the United States comes a correspondingly great demand for
white paper, or “newsprint,” the increase in consumption of which
has already been mentioned. Just before the world war, sixty
per cent. of our paper supply came from Canada and other foreign
countries. As our domestic supply diminishes, we shall be thrown
more and more on the mercy of these foreign sources of supply.
E. A. Sherman, an associate forester of the United States
department of agriculture, believes that Alaska is our future
source of supply of wood pulp. If such be the case, it will offer
the big advantage of being free from duty. There are those who
take the opposing view, saying that the forests of Alaska are too
widely scattered, that transportation is too difficult, and that the
wood is too knotty to make it of commercial value.
Meanwhile, the newsprint price is increasing so rapidly that
newspaper purchasing agents must buy their stock at “price
prevailing at delivery,” which may be five or six months hence.
The seller himself is the one who really fixes this “prevailing
price.”
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The International Paper Co. has recently announced that the
supply of newsprint received by all of its customers in the year
1920 is to be reduced by 20 per cent. for the year 1921. Efforts,
of course, are being made to combat this. The high price of
newsprint has been denounced by Jason Rogers, publisher of
the New York Globe, as unjustified. He plans to form a company
for supplying his own newsprint and has offered to admit any
other publishers who will come in with him, promising an inde
pendent supply within a few months. The Publishers’ Buying
Corporation is another outgrowth of the difficulty of securing
newsprint. It is a cooperative association for the purpose of
securing and equitably distributing newsprint among its members.

The Minneapolis Tribune is attacking the problem in another
way. It has purchased one hundred acres of stumpage for its
own pulp supply, and it now holds sufficient stumpage adjacent
to its plant to last it until the shortage in general becomes so
acute as to force the use of some material other than wood pulp
for the making of newsprint. The making of paper from raw
peat has been invented in England and is now being perfected.
Newspaper publishing is a highly developed art in the United
States. One of the points in which many publishers take par
ticular pride is the speed at which news can be relayed to the
public. One New York publisher asserts that if the New York
city hall were to collapse, he would have an extra on the street
within three and one-half minutes, telling of the catastrophe.
This would be accomplished by inserting an “extra” in the
familiar space which is usually left on the front page of a paper
for the insertion of just such last-minute news of importance.
It would necessitate stopping the presses for only a few seconds
while the extra was being inserted.
The same publisher claims truth for the following story: An
important horse-race was being held between horses A, B and C.
This paper, being anxious to be the first to have published the
results of the race, composed three inserts for the “extra” space
mentioned above. One of these inserts told of A’s victory; one
told of B’s victory; and the third of C’s victory. These three
were then placed at easy command beside the presses, and when
the news of A’s victory was flashed over the wires to them, the
presses were immediately stopped, the proper story inserted, and
before A’s nose was turned toward the judge’s stand, the papers
423
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telling of his victory were being printed at the rate of five hundred
a minute.
The New York Sun prints up-to-the-minute stock-market
quotations in successive issues. When the stock exchange closes
at three o’clock, the final prices are received, composed and sent
to the stereotyping room by 3.05 p. m. A few minutes later the
final quotations are on the street.
The Wall street explosion in New York occurred at noon.
By 2 p. m., the Star-Bulletin of Manila, five thousand miles away,
had the Associated Press story of the catastrophe on the streets.
All these stories illustrate the tremendous speed and pressure
under which newspapers work. Large city newspapers work all
the time, employing day and night shifts, and, being in operation
almost continuously, take few holidays.

Newspaper Operation
News may be received by a newspaper directly through its
reporters or indirectly through some news agency. Such an
agency is the Associated Press.
The Associated Press is a mutual organization, controlled
exclusively by newspapers of the United States, for the purpose
of gathering and distributing news. In all large cities and places
of public interest it maintains a central office and a corps of
reporters. It obtains news from newspapers, city officers or
original sources and distributes by telegraph to newspaper
members. In small towns, news of more than local interest is
obtained through reporters of papers in those towns. A regular
charge is made for the news service. A newspaper in one city
cannot obtain membership without the consent of member news
papers in the same city. The Associated Press maintains transAtlantic and trans-Pacific cable service.
An even more modern device than the telegraph for receiving
news in the newspaper office is the electrically controlled type
writer. This typewriter is operated from some distant point by
another typewriter, and it reproduces exactly what has been
written at the other end. The saving in payroll, because there
is no necessity for telegraph operators, is evident. The device
also makes possible the receipt of a more accurate copy of the
news. One has only to see an operator, under the older system,
receiving the message at his instrument and punching it out on
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the typewriter before him to realize that under the new system
the middleman has been eliminated.
News brought in by reporters is written by them at any one
of the numerous desks placed about a large room and is then
turned over to the city editor, if city news, or to some other
editor, such as the Jersey editor, if news of New Jersey.
After the copy is corrected and approved, it is sent to a corps
of men in another part of the room, who cut it up into paragraphs,
and number them to facilitate future piecing together. The news
is then ready to pass to the next department—the composing
room.
The news is received at a general desk in the composing room,
and the clerk there proceeds to distribute it, by paragraphs which
are numbered, to linotype machines, whose operators are also
numbered. He keeps a record on the chart before him, showing
on what each man is working.
The linotype machines are operated from a keyboard, similar
in principle to a typewriter. With each stroke of a key, the proper
letter-mould falls into place. When the end of a line is reached,
the row of letter-moulds is carried by an arm to another part of
the machine, where a molten composition-metal is poured into
them, which quickly hardens, taking the form of the line of
moulds. This line is then used as the finished product of the
machine, and the arm carries the line of moulds back to their
starting point, where they are automatically distributed to their
proper compartments, and the arm is ready to receive the next
line of moulds and to repeat the same operation.
After the story has been thus composed and the paragraphs
assembled, a proof is run off on a small press, and any correc
tions are made. The corrected stories are assembled by pages, as
directed by the editor responsible for their arrangement, and each
completed page is placed on a carrier and wheeled to the next
department, where the “mats” and the stereotypes are made for
the presses.
As soon as the assembled pages are received in the matrix
department, they are put through an operation which makes them
of no further value except as scrap metal, to be remelted. This
operation is the making of a matrix, or “mat,” from the type,
which is used as the basis for further operations in this depart
ment. A number of layers of tissue paper are joined by flour-paste
to other layers of a substance resembling blotting paper and
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placed over the face of the page of type. This is then screwed
down to heavy pressure, under steam, and when released the
product is a stiff cardboard with a clear impression of the whole
page upon it. The type is then returned to the composing room
for the metal to be remelted for use again in the linotype machines.
The mat is now placed in a form which gives it a semi
circular shape, and, after being locked firmly, it is closed up tight
in this, the stereotype machine. By pulling a lever, another mass
of molten metal, of practically the same composition as that
previously used, is allowed to rush in and harden with the imprint
of the page on it and in the semi-circular shape. After about one
minute, the machine is opened and the metal form removed. Any
number of these forms can be made from one mat, and at least
two are required for each press.
The stereotypes, as these semi-circular plates are called, are
placed in another machine which trims the edges, shaves them
down to the proper thickness, and cools them, ready to be placed
on the elevator or other conveyor and sent to the press room.
The plates as received in the press room are immediately fixed
on the huge presses, two copies of each page on each press, and
in a short time the most wonderful of all the processes here
described starts.
The presses are gigantic machines. At the back is fed the
paper from rolls, just as it is received at the plant. At the front
are ejected printed, folded, counted and completely finished news
papers, of as many as twenty-four pages, and at the rate of five
hundred a minute, if working under pressure. These papers are
caught up by moving wire carriers, lifted to the ceiling, and pass
over the presses and out of the room in an impressive, endless
procession. The finished papers are dropped by these carriers in
the shipping room, where newsboys are supplied and shipments
are made.
I have mentioned, up to this point, the handling of news only.
An even greater bulk of the newspaper make-up is advertising
material. This is handled in the same way as news, from the
composing room on, having reached the composing room from
the advertising department. It does not require as much lastminute hustling, on the whole, for advertising contracts may be
received and set up far ahead of publication.
All the operations above described are capable of being run
off in an incredibly short time, as was illustrated in the introduc
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tion to this paper. The employees are always a busy set of people,
but never busier than just before the huge presses start emitting
the first edition of a new day’s news, when it seems to an onlooker
as though they were in a state of frenzy or hysterics. And these
operations are not only complicated, but expensive.

Newspaper Accounting
Newspaper revenue is derived from advertising, cash sales,
subscriptions and miscellaneous sources.
Newspaper disbursements take the form of production costs,
selling expenses and administration expenses.
The two broad classes of advertising are display and classified.
There may be many other subdivisions or classifications of adver
tising, such as resorts, schools and colleges, autos, religious, etc.,
but these represent only a more detailed classification for such
purposes as that of the furnishing of daily advertising reports by
bookkeepers.
A display advertisement is handled in the following way:
An order is received by the advertising department. It is imme
diately sent to the accounting department for entry in the adver
tising daybook and ledger. When returned to the advertising
department, it is made the basis for an order on the printing
department. It is then entered in the advertising order book or
contract register, being given a full loose-leaf page, irrespective
of the size of the order. This record will contain a complete
history of the contract. Besides showing each payment made on
account, it will show the insertion in the paper (or omission)
every day. This record will be made directly from a marked copy
of the paper itself. After the contract has expired, the loose-leaf
record may be put in a transfer binder. The advertising accounts
receivable may reach such proportions as to necessitate the carry
ing of a number of advertising ledgers. Their total will be trans
ferred at stated periods to the private ledger or to the general
ledger, whichever method is used, by the entry:
Advertising ledgers’ controlling account,
To advertising.

Classified advertisements are usually paid for in cash. A slip
is made out for each classified advertisement, showing the word
ing of the advertisement, the dates of insertion and the charge.
Upon the cash payment by the customer, a detachable part of
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the slip is handed him, which serves both as a receipt and as a
claim check for mail in answer to his advertisement.
In the case of charge accounts for advertising of any kind,
periodical, itemized bills should be sent to the customers in order
that they may check the accuracy of such bills before paying.
These bills may be made out from day to day and totaled period
ically to agree with the individual accounts in the advertising
ledgers.
Advertising rates to customers are computed* in the following
way: Let us take for example a newspaper with a net paid daily
circulation of 20,000, producing $28,000 a year in circulation
earnings, with 3,000,000 lines of advertising during the year, for
which it received two cents a line. The yearly operation expenses
were $100,000.
From the foregoing facts, the total income will be:
From circulation ................................................ $28,000
From advertising (3,000,000 lines at 2c.)...
60,000
Total income .............................................. $88,000
This will not cover operation expenses of $100,000. Now, if we
subtract the circulation income ($28,000) from the operation
expenses ($100,000), we have left an amount ($72,000) which
must be produced by advertising. This figure, divided by three
million lines of advertising, gives 2.4 cents a line, showing that
the advertising rate for this paper must be raised to 2½ cents a
line or higher.
From this calculation we can work out a formula for the cost
of a line of advertising: From the gross operation expenses sub
tract circulation receipts and divide the remainder by the number
of lines of paid advertising. If job printing also is done, this
formula will have to be somewhat altered to allow for proper
proportioning of expenses.
According to E. W. Smith, of the Ports Publishing Co. of
Salt Lake City, the minimum rate for one inch of advertising in
a country newspaper with a circulation of 1,000 should be twentyone cents.
There should be three books of entry relating to advertising,
each of which has already been mentioned. The order book or
contract register needs no further explanation. The advertisement
daybook is the book of original entry for contracts. It will show
*Computation taken from Newspaper Building by Jason Rogers, p.,91.
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on what days the advertisement actually did appear. Cash orders
are usually only for a few days and may be entered in a subsidiary
cashbook or in a special cash column of the daybook. They
will not ordinarily appear in the advertising ledgers. The balance
of the advertising ledgers will represent an asset, accounts
receivable. The advertising ledgers’ controlling account is usually
carried in the general ledger, but it may be the policy of the
company to assign all assets and liabilities to the private ledger.
The next natural division into which the accounting falls is
accounts relating to circulation. A typical method of handling
the newsboys’ department is that used by the Louisville CourierJournal. There is a superintendent of the newsboys’ department
who is charged with the number of papers delivered to him, and
he must account for all these at the end of the period, in cash or
returns. Another method is to have the circulation department
sell “purchase checks” to the newsboys for procuring a specified
number of copies from the delivery room.
Subscriptions must be handled in an entirely different way.
A typical method is that followed by the Indianapolis News. The
subscriptions, when received, are recorded in the subscription
order book and then sent to the card-index clerk, who enters them
on his index as either new subscriptions or as renewals. He then
sends them to the galley clerk whose entry serves as a duplicate
record. The galley is an up-to-date mailing index by addresses,
while the card index is an index by name. A plate is then made
with the complete information for the mailing machine. The
original subscription may now be filed in its numerical order,
having already received its serial number. Still another set of
cards may be made and arranged in the order of expiration dates,
so that expiring subscriptions on any day may be easily “killed.”
The papers may be machine-wrapped and addressed at the rate
of 10,000 an hour.
The sales mentioned up to this point are practically all cash
sales. Probably the largest item of sales is what might be termed
sales to wholesale dealers or to agents and carriers. These are, as
a rule, not cash sales and so necessitate the carrying of separate
agents’ and carriers’ ledgers or sales ledgers, which, like the adver
tising ledgers, will represent another accounts receivable.
There are many books which may be kept to record circulation.
First comes the sales order book, which shows the daily require
ments or orders of each distributor. These orders are entered as
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soon as received, and, as actual deliveries are made, they are
checked against the orders. The sales daybook is the book of
original entry, charging the various distributors or agents with
the day’s deliveries of papers, which, of course, must agree with
the sales order book. The sales returns book is a separate book
of original entry crediting the various distributors with daily
returns. It may be combined with the sales daybook. The last
two mentioned books are posted to the sales ledgers or agents’
and carriers’ ledgers, mentioned above. In these ledgers, each
distributor has his individual account in which he is charged with
the number of papers delivered to him and credited with his
returns and his cash payments.

The cash sales book is used in the cases, mentioned above, of
newsboys and individual cash subscriptions. Detailed entries are
made in this book, but only periodical totals are transferred to the
general cash book, as explained later, and to the general ledger
circulation account or subscription account. A back-numbers
sales book may be kept by very large newspapers, but this item
of sales is generally so small that it may be combined with the
cash sales book.
The subscription order book records individual subscriptions
and their period of duration. A subscription ledger may be kept,
as a summary of the subscription order book, showing cash
receipts from subscriptions. However, since practically all
individual subscriptions are prepaid, the latter book may be
unnecessary. Long-time subscriptions to newspapers are so few
that it is not necessary, in most cases, to set up an unearned
subscriptions account as a liability on the balance-sheet.
A sundries daybook and a sundries ledger may be kept to
record such sales as those of waste paper, but unless these items
are unusually large, they may be entered in the sales daybook and
sales ledger, in a special column for that purpose, or if for cash,
in the cash sales book. Thus these two special books may be
eliminated. They would perform one real function, however,
in that they would furnish a check on waste sold.
If desired, a distribution register may be kept which would be
merely a statistical record accounting for all paper used by cash
sales, charge sales, returns or waste. It may also be desired to
keep a stock register of back numbers on hand, which would be
credited with sales of back numbers as such or as waste paper.
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Although the books relating to sales may seem complicated,
it will be seen that they may be boiled down to five, if desired:
the sales order book, the sales daybook, the sales ledger, the cash
sales book, the subscription order book—and possibly a sixth,
the subscription ledger.
The chief factor determining what rate a publisher can get
for his advertising is the circulation of his paper. This leads to
the temptation on the part of the publisher to boost his circulation
figures. Some small, dishonest papers have a large, free, mailing
list, which they include in their circulation figures. Some of these
do not even go to the trouble of mailing copies to persons whose
names appear on this list. One publisher reporting a circulation
of 2,000, upon being checked was found to have a real circulation
of 700.*
All papers are required by law to submit periodical sworn
statements as to their net paid circulation, which must be pub
lished in their own paper.
The next large group of accounts has to do with purchases
and expenses. Here again, there is the possibility of a separation
of the purchase records so as to show contributions of copy for
the paper as separate from the regular purchases, using a con
tributors’ register and a contributors’ ledger. The register will
show a daily record of copy actually printed in the paper itself.
This will be posted to the ledger on the credit side, which will
also show the total amount of copy purchased from each indi
vidual. When the bill is paid, the contributor’s individual account
will be charged. Any debit balance over and above the amount of
copy printed will then represent the copy purchased but unprinted,
which will be a direct loss to the company.
Probably the more common and more desirable way to handle
contributions is with all other purchases, using a contributors’
column in the invoice book, instead of having a separate con
tributors’ register.
The most approved method of handling purchases is the
voucher system. In the newspaper business this takes about the
same form as in any other business. The vouchers are consecu
tively numbered and contain a complete explanation of the items
being paid, the cheque paying them and the detailed expense dis
tribution or accounts to be charged. The endorsement of the
cheque then serves as a receipt for these items.
*See The Fourth Estate of October 80, 1930.
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The details for making these vouchers are taken directly from
the invoices and at the time when they are entered in the invoice
book, together with the voucher number. The invoice book
contains distribution columns and a general column. The invoice
ledger or purchase ledger or creditors’ ledger contains the indi
vidual creditors’ accounts in the usual form, and the balance of
its controlling account in the general ledger or the private ledger
represents the liability, accounts payable.
In addition to these two purchase and expense books, there
may be a paper book, which contains accounts with captions of
the various grades of paper used, charging each account as paper
of that grade is purchased. The paper recorded by weight is then
translated into the approximate number of copies it will produce,
as explained later. As copies are printed, they are credited to the
account of the grade of paper used. The balance shows the book
inventory of paper on hand. Any discrepancy between that and
the actual inventory represents loss by waste or theft.
The following is a chart of some of the more common
expenses of a newspaper which should or should not vary with
increased business:*
Items which may go up to care for increased business:
Composition
White paper
Press room (extra hours)
Delivery
Advertising department (extra cuts and illustrations)

--------------------- Dead Line--------------------Items which should not be allowed to increase with increased
business:
Editorial
Rent
Advertising payroll
Light
Business department
Power

Controllable items which may be cut off or pared down:
Circulation contests
Circulation canvasses
Special editorial “stunts”
Special advertising effort
Any temporary expense
*Chart taken from Newspaper Building by Jason Rogers, chapter XI.
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We may be inclined to disagree with the author of this chart
when he includes light and power in it as items which should not
be allowed to increase with increased business. It would seem
that increased business means a larger paper, taking more power
to produce it, and longer hours or extra shifts, consuming more
light.
One large expense of any newspaper, one in which there has
been much conflict between newspapers and the government, is
postage. We are therefore justified in going into some detail on
this point.
Newspapers have always fought against high postage rates
for so universally conceded a benefit as a newspaper. Every day
the newspapers are required to send to the post office marked
copies of their papers, on which every inch of paid advertising
is indicated, showing a summary of the proportion of the paper
represented by news and by advertising. (News, as used here,
includes any matter for the publication of which the paper is
not paid.)
This is where the first clash between newspaper publishers and
post office occurs. Some publishers assert that the division should
be made on the basis of the relation between the number of square
inches of advertising to the area of the paper. The post office,
on the other hand, asserts that the true division of news and
advertising is on the basis of the relation between the number of
square inches of one to the number of square inches of the other.
For example, if a paper has six columns—three of news, and
three of advertising—the charge, according to the post office, is
one-half for news and one-half for advertising. But if the actual
space occupied by the three columns of advertising is 50 square
inches, as compared with the total area of the paper (margins
included) of 125 square inches, the publishers contend that the
division should be made on the basis of 50:125, or two-fifths
advertising and three-fifths news.
The decision of W. J. Barrows, acting third assistant post
master general, confirms the former method as the correct one to
use, but indications seem to point to a continuance of the fight by
publishers. If their method is finally recognized, it will mean to
the publishers throughout the country a saving of several hundred
thousand dollars yearly.
Take Philadelphia for illustration. The district around Phila
delphia is divided into zones, somewhat after the manner of the
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parcel-post zones. The postage rates for advertising material
vary according to the zones, as follows:
Zones
Price per pound
1 & 2................................ 1¾ cents
3.......................................2½ cents
4.......................................4 cents
5...................................... 4¾ cents
6.................................... .5½ cents
7...................................... 7
cents
8...................................... 8 cents
On the other hand, the postage rate for news is a flat rate of
1¾ cents per pound without reference to zones. This wide
difference in rates makes it apparent why the publishers are
contesting the post-office ruling.
Publishers must also make a periodical report to the post
office (every few months) as to the percentage of the total number
of papers mailed going to each zone. This report is taken
directly from the galley or mailing list of subscribers and is used
as the basis of daily bills for postage until the next report is
made.
These daily bills show the total weight of papers mailed each
day, the division between news and advertising (from the marked
copy) and the further division of the advertising among the
various zones. Each group is then multiplied by its proper rate,
and the bill is totaled.
Another conflict between publishers and post office is in regard
to what is considered advertising. The post-office department
holds that anything in the news or editorial columns which could
be construed as being for the benefit of makers or sellers of any
article named in the columns is advertising and must be paid for
at advertising rates.
The next accounts to be considered are those relating to cash.
Books having to do with cash are susceptible of minute subdi
vision, or they may comprise only the general cashbook and the
petty cash book. Other books which may be used as described
are the cash received book, which is charged with cash as received,
and credited with bank deposits made—in that case the general
cashbook will be charged with such bank deposits; the salaries
and wages book, containing the detailed payroll; and the postage
book, with special columns for letters, circulars, invoices and
statements, copies, etc.
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The general cashbook in the ordinary form is illustrated here
with. The system using this form of cashbook would of course
not include a cash received book. On both sides of the book will
be found columns for five ledgers—purchase ledger, advertising
ledger, agents’ and carriers’ ledger, syndicate ledger and private
ledger. These columns are posted in total only to the controlling
accounts of the various ledgers, in the general ledger or the
private ledger, as explained before. The private ledger is an
exception, not having a controlling account, and these items, which
will be comparatively few, will be posted to the individual private
ledger accounts.
The individual postings to the subsidiary ledgers will be made
from subsidiary cash books, one to each ledger, containing the
details, from which only daily or other periodical summaries are
transferred to the general cashbook. Each subsidiary ledger is
assigned a column on each side of the general cashbook to allow
for both ordinary entries and reverse entries caused by refunds,
etc., which are considerable enough in the newspaper business to
warrant this extra space. It is to be noted that these columns
are not all-inclusive, and any other columns may be added for
other subsidiary ledgers if necessary.
All the other columns represent general ledger income and
expense accounts of various departments, as distinguished from
the column just discussed, which represent assets and liabilities.
They may also be expanded to any number of columns to suit the
peculiarities of the publication. For instance, another income
column might be income from the sale of specialties for adver
tising purposes, such as the sale of women’s dress patterns by one
large city newspaper. Another expense column might be allow
ances, representing advances to reporters and advertising solicitors
on their salaries for their current expenses, to be refunded later
to them upon proper presentation of itemized bills.
The private accounts are included usually in one book, the
private ledger. It includes capital stock, goodwill and franchise,
profit-and-loss, reserves for depreciation, fixed asset and liability
accounts, and it may contain the controlling accounts of the sub
sidiary ledgers. It may also contain a summary of the general
ledger under some such caption as “trading account,” in which
case the subsidiary ledger controlling accounts would have to be
closed into it also, if not included already in the general ledger.
435
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Cash Cr.
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There is one subsidiary ledger which may appear in the
accounting system of a large newspaper and was mentioned in
discussing the general cashbook, that is, the syndicate ledger.
This also is one of the sales ledgers, its aggregate balances repre
senting an asset, accounts receivable. The word syndicate as
used here means the selling by the publisher of stories and features
to papers in other cities. It is to be distinguished from the more
common use of the word syndicate, meaning a company organized
for the distribution of special features, and from which the paper
may purchase stories, etc.
The balance-sheet may be considered among the private books
or accounts, and will be drawn up in the usual form. Such
reserve as “unearned subscriptions” usually are unnecessary
unless there is a large number of long-time subscriptions. This
reserve is more usual in the publishing of monthly or weekly
magazines where long-time subscriptions are the rule.
It will be noticed that in the foregoing division of the accounts
of a newspaper, there can be no sharp dividing line between the
various classes of books. They are all inter-related, and it is often
difficult to determine into what class to put a certain book or
record. Not only are they inter-related but they offer a check
upon each other in many instances. The cash accounts, especially,
are directly related to almost every other class of accounts. The
various records and indexes made of subscriptions received act
as checks upon each other. The stock register and distribution
register should agree as to paper used, wasted and on hand. The
advertising daybook and the advertising order book should also
agree as to contracts for advertising and their present status.
In auditing the accounts of a newspaper, there are several
special points to be borne in mind, peculiar to the business. Old
issues of the paper still on hand should be given value in the
inventory as waste paper only. The number of them likely to
be sold at full price as back numbers will be inconsiderable.
Stereotypes, even though not immediately scrapped, should be
valued as scrap metal only.
Advertisements in several issues of the paper each month
should be compared with charges on the books, and the contracts
should be consulted to determine the correctness of the rates
charged. Circulation income involves such detailed records that
about the only way it can be verified is by comparing gross cir
culation income with the approximate amount that the number of
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copies printed should have yielded, allowing for waste and returns.
The number of copies sent by mail can be verified by dividing
the weight reported by the post office by the weight per copy,
including wrappers.
The two remaining books to be discussed are the general
journal and the general ledger. A copy of the general journal
is here shown in its usual form. The columns headed “ledgers”
are posted to the controlling accounts of the designated ledgers,
in the same manner as that in which the postings are made from
the general cashbook. The postings to the subsidiary ledgers
themselves are made from subsidiary records, of which the
general journal entries are summaries. The other columns, which
are by no means limited to those shown in the illustration, are
general ledger accounts.
The general ledger may or may not contain the controlling
accounts of the subsidiary ledgers, as previously mentioned. It
will, however, contain detailed income and expense accounts.
Thus, if the controlling accounts are carried in the private ledger,
the general type of accounts appearing in the general ledger will
be about as follows:
Income: advertising, circulation (agents and newsboys), sub
scriptions, interest and discount, syndicate account (daily and
Sunday news and features sold to other papers) and miscella
neous (including income from contests, etc., involving receipts of
subscriptions or income from the sale of specialties).
Expenses: general expense, general news, local news, editorial,
art, advertising department, publication department, business
department, circulation department, mailing department, delivery
department, transportation department, composing department,
engraving department, press department, stereotype department,
Sunday edition (subdivided into black and white and color), paper,
ink, new machinery (small machines not carried as assets), gov
ernment tax, legal expenses, rent, publicity (expenses of contests
and campaigns), insurance (workmen’s compensation), bad
debts, etc.
“With the ever-increasing costs, any printer to-day who is not
working along cost-finding lines is bound eventually to go into the
discard.”* All time must be accurately recorded against the job
and all disbursements, including payroll and direct expenses, must
be charged to departments. A. F. DuBois suggests distribution
*Quotation from A. F. DuBois, president of the DuBois Press, Rochester, New
York.
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of overhead expenses in proportion to the total direct expenses
of each department. Keep machines going—“an hour lost on the
printing press is like water gone over the dam—it will never come
back,” he says.
**In the press room, the net weight of a roll of white paper
as put on the press should be recorded. Waste paper should be
weighed periodically, say once a week. The difference between
the figures, after deducting the weight of the core, should be the
weight of paper actually passed through the press. To reduce
this weight to the number of papers it represents, the following
formula may be used: Multiply the number of square inches in
a four-page sheet by the stock-weight of paper (usually 32, but
it may be 30 or 34), divide the result by 864 (the number of
square inches in a standard four-page sheet) and the result is the
number of pounds which five hundred copies of the paper should
weigh. Thus, if there is a standard sheet, the result will be simply
the stock weight of the paper, or 32 pounds, to five hundred
copies. Or if the paper is 24 x 32, the problem will work out
thus:
24 x 32 is 768 x 32 is 24,576 divided by 864 is 28.44 lbs. per
500 copies. If printing an eight-page paper, the weight per 500
copies will be twice 28.44 lbs.; for a twelve-page paper it will be
three times 28.44 lbs.; etc. If 1,200 lbs. of paper are run through
the press, printing eight-page papers similar to the above, the
computation to determine the number of papers which should be
turned out is:
4-page paper, 28.44 lbs. x 2 is 56.88 lbs. for 8-page paper.
1,200 lbs. x 500 is 600,000 divided by 56.88 is 10,549 papers.
If the average for the month is a ten-page paper using on the
average of 1,000 lbs. of white paper a day, the average daily
press run will be 7,032 papers, computed thus:
4-page paper, 28.44 lbs. x 2½ is 71.1 lbs. for 10-page paper.
1,000 lbs. x 500 is 500,000 divided by 71.1 is 7,032 papers.
These calculations are all based on white paper. Allowance
must be made for .75 to 1.5 lbs. of ink consumed to every 1,000
four-page papers, so that the figure 28.44 used above would have
to be slightly raised, depending upon the exact figures for ink
consumption.
There seems to be a dearth of cost systems in newspaper
operation. One publisher explained it by the fact that the price
**Formula and computations from The Fourth Estate, issue of September 4, 1920.
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of a publication is not in the least determined by its cost. Rather,
it is fixed at a point where greatest circulation can be obtained,
often being set at a point too low to cover cost of gathering news.
However, it would seem that some cost system could be devised
for such departments as the composing room or the press room,
if for no other purpose than for comparison of periods and
elimination of waste.
In the composing room, for instance, a record could be kept
of weight of metal sent to the matrix department and weight of
metal returned by that department. Any great difference in these
calculations would show a leak, due to theft or some other cause,
and the elimination of this would be the first step toward reducing
expenses in the composing room. Furthermore, a record of
machinery overhead and payroll for the department could be kept
and, using the page or the sheet as a unit, the composing room
cost per page could be calculated and compared week with week
or month with month. Some incentive could be offered linotype
operators, such as a bonus for more complete utilization of time,
thus reducing machine overhead; or speed contests could be held.
Rewards should include accuracy as well as speed and output.
Constructive work in the reduction of costs should not be
limited to linotype operators, by any means, but they have been
taken as an illustration because they represent most of the machine
overhead of the department. As a matter of fact, standardization
of the work of each employee of the department and a complete
individual record for each man, showing what he accomplishes
in relation to the standard set for him, would probably more than
pay for itself in reduction of costs.
In the actual departments of operation of a newspaper, the
most noticeable waste which should be eliminated if possible is
the excessive heat in the composing, stereotyping, and press rooms.
In the stereotyping room, for example, of one newspaper, the
huge tank of molten metal, used to run into the forms in making
stereotypes, stood continually exposed to the air in the room. The
resulting high temperature meant not only loss of heat units, but
also very oppressive conditions under which to work, which
certainly must have meant lower efficiency and poorer health of
the workmen than would have been the case under more agreeable
conditions.
In the computation of income tax for newspapers, the first
item of interest is invested capital. This includes both issued
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capital stock and surplus. From the sum of these must be
deducted any inadmissible assets. It may so happen that con
siderable minor equipment has been purchased in times past and
charged off as an expense. By going back and picking up these
items and by setting them up on the books as assets again, it may
be possible considerably to increase the total of admissible assets.
Goodwill and other intangible assets must not exceed 25 per cent.
of the capital stock outstanding nor must they exceed the actual
cost price to the company, either in cash or in shares of stock.
Mailing lists and subscription lists are considered as intangible
property.
Eight per centum of the total invested capital is allowable as
a fair profit, before excess-profits taxes are computed.
One newspaper with a capital and surplus of $60,000 has an
invested capital of $260,000, due to the fact that the stockholders
have lent to the company $200,000 without interest, which will
never be paid back to them. Bonds are not invested capital.
Preferred stock is invested capital, although it may be secured
in exactly the same way as bonds by a first mortgage.
Debts honestly believed to be bad, and debts actually written
off the books during the current year are deductible from taxable
net income. If later collected, they will be included in some future
year’s tax return.
Net income is gross income less those expenses of operation
which are allowable deductions. First, let us consider what gross
income includes. In the newspaper business, it is usually com
posed of the following: (1) advertising income, including dis
play, foreign and classified; (2) circulation income; (3) job
printing income and (4) miscellaneous income.
Display and foreign advertising income includes all such
advertising sold for the year, whether the accounts have been
collected or not. The figures should be gross—that is, rebates
should not be deducted.
Classified advertising shows a high percentage of uncollectible
accounts, and for that reason the policy of the company should
be to consider cash collections as the revenue from this source.
This is made necessary because a reserve for bad debts may not
be set up as a deduction from gross income. The books must
reflect this policy in order to make the deduction allowable on
the tax return.
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The same argument holds good for circulation income as for
classified advertising income, with the same warning—that the
policy of considering cash collections as the gross income from
this source must actually be reflected on the books.
Miscellaneous income would include interest received, sales
of scrap paper and any small outside income, such as income
from specialties sold by the paper. Interest received must be
gross, and not a balance after deducting interest paid from
interest received.
The general rule for deductible expenses is that one may
deduct from gross income all ordinary and necessary expenses
paid or incurred during the taxable year in carrying on the
business, including a reasonable allowance for salaries of officers.
This latter item, a “reasonable salary,” is very difficult to
determine.
Interest may be deducted as an expense unless the borrowed
money was used to purchase securities on which the dividends
are exempt from taxation. Local and state taxes are deductible
from gross income, but federal income and excess-profits taxes
are not deductible.
A reasonable deduction for wear and tear and obsolescence
on machinery and equipment is allowable. Opinions as to what
is reasonable may vary widely. If depreciation was not deducted
prior to 1917, the government may make such deduction from
the computation of invested capital.
Life insurance premiums paid by the company on lives of its
officers are not deductible.
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